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9r.CK•..;RO'JND 

On September 11. 1-Jas. the F l orida Home Builders 
Associatio n (FHBA) fi led a Pet:ltto n fo r Declaratory Statement 
wh ich sought a declarat:to n a s t o the applicabi l ity of Sectio n 
366 . 0 4(2)( b ), florida Statutes . and Ru l es 25-9.050 - 25-9 . 071. 
fl o r i da 1-dministrative Code . t o a $ 500 Contributio n-in - Aid-of -

I 

I 

Cooperative, Inc. (WREC) . \•IREC wa s g ranted in t erventio n 
Constructio n ( CI AC) i mpo s e:j b y \'ltthl acoochee I ive r Electric I 
pu:suant t o Rule 25-22 .039 , f l o rida Admini stra ti ve Code. 

The Commission issued its Dec l aratory Stateme nt i n Order 
No . 15497 on December 24. 1985 , in Doc ket No . 850 595 -EC. The 
Comm i ssion f o und that !"HBA had standing t o request the 
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Declarato ry Statement . The Commission further found that 
WREC's C IAC was a matter of rate structure !lnd that 
mu nic ipalities and cooperat ives must (ile al l such c harges with 
the Cor:-mission pursuant to Secti o n 366.04(2)(f), florida 
Statutes, a:1d Chapter 25 - 9, fl o rida Administrative Code . A 
hearin; :..~11s set fvr July 2 and 3. 1986, to determine the 
vali~ity of WREC ' s CIAC. 

Du r 1ng the hea r1ng WREC and fHBA reached an·agreement wn1 c~ 
r eso l ·,ed al l issues between them , and execu:ed a .5t ipulati o n 
wh1ch ""'as a pproved by the Commission on Octo ber 7, 1?86, t;v 
Orde:- ~Jo . 1569 6 . That order determined that (a) the i mp'Js itic n 
o i o distribution service CIAC was r e asonable and a cceptable as 
a rate s t ructure concept, (b) the Stipulat i on e n te red i n to by 
the partie::; was approved and its terms incorporated in to t hat 
order, and (c) WREC would diligently pursue and complete a Cost 
o: Service Study and promp tly revise its distributio n ser·lice 
CIAC ta :- 1if if warranted by the Cost of Service Study. 

On F.oril 15 . 1988 , fHBA fi l ed a Pe :: ition to Revie•"' and 
Re~edy U~fai r and Unreasonable Rate Structu re of WREC. alleging 
essent ially that WREC ' s pro posed $ 500 C IAC was i nvalid and that 
t he Cost of Service Study justifying the CIAC wa s tlilwed . It 
r eques ted tha t the Commi ssio n re ject the :£500 C I AC , o rder a 
ref~nd of all CIAC amount s c o llected, review WREC ' s r ate 
scructure and give considerati o n to the c osts c au5ed by 
seasonal custome r s. and requ1re a rate structure destg ned to 
1nsure that seaso nal customers pay their fa i r share oi the 
costs . 

\oJ~EC respo nded by filing a C•lo ti o n for Hare Definite 
Statement:/Mot i o n t o Dismiss o n May 16. 1988. On t-1ay 31. 1988. 
fHBA responded and clarif i ed its pet it ion by contending that 
the $500 CIAC. and the Cost of Service Study were invalid. 
Subsequent the r eto the Motion for More Def ini te S tatemen t filed 
by WREC was withdrawn . Also , during the early stages of the 
he ar i ng, the Conmnssion denied WREC ' s !'lot ion to Dismiss stati nq 
that the questions of FHBA' s ability to bring thi s act1on a nd 
the Co~~issi on's j urisdict ion over WREC's CIAC had been 
answered in the affirmat ive by Order No . 16696 . 

SUMMARY Of ISSUES 

The i ssues developed and considered at tne hearing 
c o ns1sted o f six legal a nd twent y factual issues. Issues 20 
th r o ug h 26 are legal in na ture, while Issues 1 thro ugh 19 are 
basically factual. Issues 1. 7 and 19 are all-inc lus ive issues 
that are dispositive o f t hi s proceeding. The prima ry issue is 
wnether WREC ' s $500 CIAC i s a fair, just and reasonable cha r ge. 

FINDINGS, DISCUSSIONS AND CONCLUSIONS 

The f o llowing findings, discussio ns and conclusions are 
d ispositi ve o f the issues rai sed in this proceedinr. 

Having r eviewed the evidence presented in t hi s proceeding, 
we find that t he primary issue left to be decided is whether 
the reco rd supports the content i o n by FHBA that the $500 CIAC 
1s no t fair , just and reason ab l e. Ancil la ry to this issue i s a 
determina tion of whethe r the c o st of servic e study s uppo rts a 
$ 500 CIAC charge . 
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To be fair , jus t and reaso nable, a CIAC c harge must be 
s us c epti b le to calculati o n of a cos t based diffe rential fo r 
each rate class using a consisten t methodology. Therefo re, to 
meet t he statu tory criterio n, the methodo l o gy advoc ated by WRCC 
must be app licable t o al l customer classes. Usi ng this I 
quidelt:le. we find t hat the A;>rtl CIAC cost study is def i cient 
.:~nd ca:1not suppo rt a CIAC cna r ge fo r demand rre :e red custome t s . 
Altho ugh WREC's· ClAC study used av e rag e ~:rceJced c o s L ·: ersus 
cu rrent c ost. ~hich we i i nd is a r easo nao lc · me t hodology -· 
quantt ty the diffe r ences i n distributio n cos t ::et:.:een o ld and 
ne~ cus tome rs . it was based upon erroneous da:a and assu~ptt on s 

f irst. 'HREC used a c ompar iso n of embedded average cost co r 
o ld customers a nd pro jected aver agP. c ost for new custome rs to 
determine the di f ferential in tts Cl AC cost study. We agree 
•.-n t h fHBA' s c ontent ion that t he p r ojecteo data used by WREC 
cannot be verified. This is espec t ally true whe n WREC ' s actual 
expendi t ures hav e been l owe r than those pto) ected in \oJREC · s 
planned constructio n wo r k . ~le find that use o f act •t a l dat a f o r 
both old a nd new cus tomers is appro pri a te t o de~e rmtne a 
differential. 

Secondly , in i ts test imony. \o/REC adjusted emtedjed p l a n t 
i nvestment for o ld customers u pward t o r services instal led but 
no t accounted for as completed i nstal l at i o ns. Total current 
plant was also adjusted downward to r e move l oad manaoemen t 
e qutpme n t which i s no t s trict ly distr ibutio n p la n t installed t o 
service new customers . \oJe agree wi t h t hese ad justments and 
::1nd ttey mo r e accurately reflec t toLal distribution plant 
s ubject to the differenti al c alculation . 

Thirdly, t here was e x:enstve d iscussion o f the t y pe of 
u n its to be used to determine u n i t cost. In the o riginal 
study, number o f custome r s was used to dete:-mi ne average c os t 
pe r e x i st ing custome r •..thi le numbe r of services ·.-~as used t o 
determine average cost pe r new customer. We find that the same 
uni t should have been used f o r bo th embedded ;~nd c urren t cost 
calculations, and number o f cus t omers s hould be used because 
dist ri bu tion plant costs a re i ncur red when the plant is 
ins ta lled regardless of whether a c ustomer i s actually 
receivi ng service throug h t he mete r. 

fina l l y. the cost study did no t ~s tablish a CIAC f o r 
customers o n demand metered schedules o n a basis compa r a b le to 
tha: o f residentia l and general se r~ice custome r s. 

We ha~e endorsed the c o :1cept o f c ost based rates o n 
numero us oc casions. We agree wtth WREC tha t t he a ve rage 
embedded cost as determined by its /1arch full y a llocated cost 
study does not differ ma rkedly fo r r es idential and general 
service customers. However. that same study s ;,owed tho t c o s t s 
fo r demand metered classes di ffered sign tf icant ly from those 
for the Res identia l Service and Genera l Se r vice c lassP.s. The 
record shows o ur Staff p repared a schedu le incorporating the 
aro rement ioned adjustments t o actual data. This schedule 
s howed that the current embedded differential per custome r is 
greater than $ 500. Therefore, we fi nd that a $500 ClAC c harge 
fo r residential a nd general service c ustome r s is justifie d. 

I 
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The $500 charge is not justified for demand mete red 
customers because the re l ationship between the $500 CIAC c harge 
and class costs shown in t he March fully allocated embedded 
cost study are significantly differen t for no n-demand met~red 

c ust.:>rner:> as a group. and demand metered customers. As stat~d 
abo ve. t o be fair, JUSt and reasonable. a charge must be cost 
oasec : o r a l l classes. WREC has not demo nstrated this t v be 
true. 

I~R~C .Hqued that the higher loa c i acto rs o f these 1 Jraer 
customers pro v1ded a bt nefit t o tho qo rii:Hd l body o f ratopJyers 
. .,h1ch o ti sets t he need t o c n.H q e J c.:>s~-ba sed ct,;c . ~lhi ~e we 
recogn1z e t hat hi gher load iacLor c ustomers l ower t he per Y.WH 
cost o i. purchased power. this lo1~er c os t shou l d be pro perly 
reflec t ed in the tariff chuges which recn ver these costs. To 
argue tna t a htqh l oad factor j ustifies a no n - c o st based CIAC 
. .,ould resu lt in double c o unting these benefits assuming 1-IREC's 
other tariff charges are properly designed. 

F1:1a ly . we re) ect 1-JREC ' s argument that an average cost ts 
:10 t r.:ea ninaful f o r customers on demand rate scnedules t:ecause 
o f thei r varying size. We fi nd it i s appropriate ~o de•:e i'>P a 
KH cnarge fo r t his class o f customers . Each customer :-1ould 
then oe charged based on his expected maxi ~um dema nd stnce the 
nature of distribution faci lit:ies 1s clo sely linked to na umu::1 
den and. whenever it occurs. 

~efur.d 

In this proceeding. FHBA re~ues "ed us t o order WR~C to 
refund •,o~ith interest all CIAC arno unt s collected from the time 
it beca=e a •permanent c ha rg e .· :HBA Jrcued that it wa s WREC's 
r esponsibil ity to ensure that a va 1d c o st study was completed. 
that it failed to meeL it s respons ib il i ty and the results of 
this failure was an inval id , unreliable study that canno t 
support any particular level of CIAC . Because WREC rel1ed o n 
the 1nval id study in converting a ~transitional amount" tnto a 
"permanent charge . · FHBA argues that WREC s ho uld be requt .ed to 
refund with interest al l CIAC amounts co llected fr om th~ time 
it became a "permanent charge." 

\-JREC responded to this c o n tent t o n by asserting that the 
::latte r o f a refund 1s a po l1cy questi o n. and n.:> t a tactual 
questton, 3nd i t sho uld be ans~e red 111 the negative. I t po 1nts 
o ut that there is no suppo rt tn the record that \-IREC ma de a ny 
conscio us decisio n t o make a • t ransiti o nal fee pe r manent•. 
Thus . WREC argues that 1-ti thout t hi s factual basi s . the issue 
cannot be resolved favo rably t o FHBA. 

In the larger sense . however. WREC urg\!s there is no 
evi dence to support a refund or to determine the payee of any 
such re fund with any degree of clarity and that nc reco rd basis 
to do so ex1sts. 

We find that the CI AC assessments aga1 nst FHBA members are 
principally. if not whol l y. f o r structures to be served under 
the residential tariff. As we have discussed ea r lier, the $500 
CIAC is justified for residential a nd general service 
customers. Therefore, a re f und I S not warranted. 

405 
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Other Issues 

We fi nd t hat t he o ther issues r aised by the parties ir. t h is 
p r oceed ing are e i t her di sposed o r by the finJ1nas. discussi o ns 
and conc l usions expressed abo ve o r ar~ i ~n:aterl.:tl and 
ir re leva n t to a f i nal dispos ition o f tht s :r.atter . Ho·•e•tc r . 

1-.JREC sha l l b~ requ1red .n fi.ll:' Wtl. h t his 1-.:ommt s si o n. •,o~itnln 120 
ua)'S from the date o r <;;hts Order a cost o r secv t c" study t hat 
( 1) is based o n at lelst t'.JO yeJrs of actua l e x ocndtLures fo r 
current cost. ( 2) uses ser·:t ces ac; the unlt c.;r dete r rr ining 
average cos t and ()l calcutar.es cost oased dt tferentia l 
s epa r ately co r each cl ass . 

Based uoc n t he l Ot cgo1 ng . 1t is 

ORDERED by the Flo nda Public Ser·nce COmm i SS IOn tnat the 
pettltO:l o f f! o rtd.l Ho::-.e Su 1 lc!e r s :\ssoclatt o n '=O Rev1ew ar.d 
Rew.edy Jnfa 1r and Unreaso nable the Rate Structure o f 
\•h :hlacoo-:nee ~:·:e r !:lec:rtc Ccooerative . I nc . 1s hereby 
granted 1n part and ~c~:ed 1:1 pa r t . as mo r e part i c u lar ly 
descr1b~d 1n cne bodv O t tn1s Order . I t IS furt he r 

O~DERED tnat Wl thlacoochee River Electric Coopetati ve. Inc. 
sha ll ft l e '""lth thls Corr.miss1on within 120 days fr <'m the date 
o f t h1 s Order a ful(y al l ocated cost o f s erv1c e stuoy to 
suppo r t an appropriate C IAC charge fo r la r ge powe1 users 1n Its 
serv 1ce are a. 

By 
t h is 

ORDER o f the 
17th day of 

( S E A !. ) 

I-1RC 

Flo r ida Pub l ic Ser•tice Commission. 
February 1989 

s£i~~ 
Divis i o n o f Reco r ds and Repo r ting 

NOT ICE OF FURTHER PROCEEO I NUS OR JUD ICIAL REVI EW 

The F lo r i da Public Service Commi ss i o n is r equ ired by 
Sect ion 120.59(4), F lorida Statutes. to notify pa r t i es o f a n y 
admi n 1strauve he a ring or judicial rev i e w of Commission orders 
that is available u nder Sections 120.57 o r 120 . 68, F lorida 
Statutes. as wel l a s the procedu res a nd time l imits t hat 
appl y. Thts notice s ho uld not be constru~d t o mean al l 
request s for an adrntni st r at ive heari ng o r j udici a l review wi 11 
be g ran t ed o r result in the relief soug h t. 

Any party adve r sely affected by t he Comm i ssion' s final 
actio n in t his matte r may request: 1) reco nsi de r ati o n o f the 
deci s i on by fili ng a mot i o n f o r reco ns iderati o n •..1it h the 
Di rector, Divis ion ot: Record s and Repo rting wi t h in ti ftee n (15 ) 

I 

I 

I 
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d ays o f c:he issuance of t his o rder in the f orm presc ribed by 
Rule 25-22 . 060, Flo rida Admini st rative Code; or 2 ) judicia l 
revi e w by the Flo ri da Supreme Court in the c ase oc a n e l ect rtc , 
g as o r te lepho ne util1 t y o r the Firs t Distr ict Co urt o t Appea l 
ir. the case o f a water o r s e •,1er ut ility by fi l i ng a no tice o f 
Jppeal with the Directo r. Di ~ is ! o n o f Records a nd Reoo r~ino and 
filing a c o p y o f t he not i c e o r .l poea l a nd the f ili. no i e e · ·,n cn 
t11e app·r o priate· c o •.:rt . Tln :; f lling must be compl-ated ..... i t ht n 
t hirty ( 30) da ys ai'ter the t s suance oi t his ord!H, p u r s u,;;nt t o 
Ru le 9 . 110 . fl o nda Rules o r .-l.ppe ll ate Proc edure . T ne no tice 
o f appea l mus t be ir. tne : ~ t :n spec:fied i n Rule 9 . 900 (a ). 
F lor1da Rules o f Appe ll at e ~ ~ncedure . 

407" 
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